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SECTION VI 

ECONOMIC INTELLIGENCE 


39* PEF INlTfONS . 

AND USE or ,S THE SC,ENCE; 0F PRODUCTION, DISTRIBUTION 

D USE OF WEA LTH--THE MATERIAL MEANS OF SATISFYING HUMAN DESinrq 

pSsss;?; n a s:h v be 8 u ;?s t s 8 of pro °' jot ' on ™“™ r o F s 

r KODUC i ON CAN BE USED TO PRODUCE THE THINGS THAT SATl^rv thfqf 
material WANTS, THUS ECONOMICS DEALS WITH THE BASIC ASPECTS OF 
human liv.no, of relations BETWEEN people AND NATIONS - Am T 
DEALS W.TH THEIR COMPET.T.ON FOR A SHARE “he JoRLD.S RESOURCES. 


That 

WAR , 


COMPETITION HAS BEEN, AND CONTINUES TO BE, A MAJOR 


CAUSE OF 


the extent "AN n^ H TTT E ,s intelligence which deals with 

THE ^Nm.S^A, ° F THE NATURAL AND HUMAN RESOURCES, AND 

C T * ® TR , AL P0TE:NT IAL OF NATIONS, THE POSITION OF THE UNITED 
amJ TES AS A MAd0R ECONOMIC POWER MAKES IT INEVITABLE THAT ALMOST 

^fON m N ?NTERN^nM PME:NT ABR ° AD «N SOME WAY UPON OUR POS , ~ 

\ NTERNAT I ONAL AFFAIRS. ^OFl TH f S REASON THF o th n V or rur 

NATIONAL ECONOMY OF FOREIGN NATIONS IS ONE OF THE MOST IMPORTANT 

intelligence. Economic weapons are accepted as 

FFECTfVE MEANS OF INTERNATIONAL CONFLICT SHORT OF DIRECT 


TASKS OF 
THE MOST 
MIL! TARY 


ACTION, AND ECONOMIC POTENTIAL IS THE BEST SINGLE MEASURE 


A^CIErARF S FM^In G ! C CA PA B ! L T ^ * ALMOST ALL OF OUR FEDERAL 
ONE ?YPE OR ^ANOTHER? ™ E PR °° UCTI0N 0F ^GNOMIC INTELLIGENCE IN 


INTF FR0M THE STRATEGIC POINT OF VIEW ECONOMIC 

CAPABILITIES OBJECTIVES: ([) TO DETERMINE THE ECONOMIC 

ECONOMIC M 8 T tarv A Iot N3 T ° WA ° E WAR ™AT IS, TO DETERMINE THEIR 

THE EXTENT OF PR * AL * 2 T ° DETLCT THE EXISTENCE AND MEASURE 

ASrr PREPARATIONS FOR WAR OF FOREIGN NATIONS,* AND (j) TO 

OR JO MEA^URFS^^r^nf !LJTIES ° F F0RE1GN ECONOMIES TO DIRECT ATTACK 
un ® u Mt-AoURES OF ECONOMJC WARFARE* 

REPRESENTS C °r:Lr TEELIGENCE FR0M THE STRA TEGIC POINT OF VIEW 
DUCF THF Mlrro.Tf " ANALYSIS OF THE ABILITY OF NATIONS TO PRO - 

STRESS an! Saw 0F WAR * T ASCERTA!NS THE,R CAPACITY, UNDER 
GWS Ind AMMnN?Ttl EX 3 ENDED PER,0D ^ T0 PRODUCE PHYSICAL WEAPONS — 

OF OTHER i"*®' A,RCRAFT > AND SHIPS — AND THE MYRIAD 

IN L^Sa, SUPPORT MILITARY AND INDUSTRIAL FORCES. 

NTELmLIp nrlln P ° WER FR ° M TH ‘ S P ° 1 NT 0F VIEW, THEREFORE, THE 
rrs nrrnrp L MUST EVALUATE: THE NATURAL RESOURCES OF A NATION, 

,'nDUS^AL T m PE oTl E UP ° N ° THER SOUNTR I ES FOR MATERIALS, ITS 3 

ABILITY TO RFnipLr F BAS lC GOODS AND MILITARY SUPPLIES, AND ITS 
PURPOSES! RED,RECT AND 70 EXPAND INDUSTRIAL PRODUCTION FOR WAR 
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ij.1 , War Preparations 


pfv 

y 


i 


•iij 

I I 


<} >4 

« I '8 


War demands the mobilization of 
requires economic preparations 


INDUSTRY AS WELL AS 
STOCKPILING OF 


MATERIALS, DEVELOPMENT OF SYNTHETIC 
BASIC INDUSTRY, THESE ARE EVIDENCE 


SUBSTITUTES, 
OF INTENT 


DEGREE . MUST PRECEDE OUTRIGHT MILITARY 


A . 

OF MEN, IT 
ESSENTIAL RAW 
CONVERSION OF 
WHICH, TO A CONSIDERABLE 
PREPARAT IONS, 

b. Modern war calls for special and complete organization 
AND CONTROL OF INDUSTRIAL AFFAIRS. SUCH CONTROL INCLUDES THE DI- 
RECTION OF LABOR AND MATERIALS TOWARD PARTICULAR INDUSTRIES AND THE 
RESTRICTION OF NON-ESSENTIAL CIVILIAN PRODUCTION, IT MEANS PUTT I 

butter. Adoption of these measures of war economy 

ONE INDICATION OF A NATIONS PROBABLE COURSE OF ACT ION* 


GUNS BEFORE 
CONSTITUTES 


-*a f t • 

It & J3i ' r r: J- -j f 

ECONOMIC INTELLIGENCE FROM "HhE STRATEGIC PO I Nf OE VIEW 
KNOWLEDGE ESSENTIAL FOR-'PL.ANN I NG DIRECT MILITARY ACTION 
WARFARE MEASURES THE OBJECT OF WHICH IS TO CONSTRICT, 


INDUSTRIAL SYSTEM, BOTH BY 
HE MUST GET FROM ABROAD AND 


BY 


MUST PROVIDE 
AND ECONOMIC 

TO WEAKEN, OR TO DESTROY AN ENEMY’S 
DENYING HIM THE RAW MATERIALS WHICH 
ATTACKING HIS BASIC INDUSTRIES. 

d. National economics may become stronger or weaker through 
THE ACTION OF ECONOMIC LAWS, OR THE ECONOMY MAY BE DISTORTED INTO 
ART IF 1 CAL CHANNELS BY GOVERNMENT RESTRICTIONS AND CONTROLS. .HE 
LATTER ACTION MAY BE DELIBERATELY TAKEN AS A PART OF STRATEGIC 
planning. Modern war calls for special and complete organization 


AND CONTROL. OF I NDUSTR ! 


AFFAIRS FOR ITS SUCCESSFUL PROSECUTION. 

Such control includes the direction of labor and materials T0]N * r ° 

PARTICULAR INDUSTRIES, AND THE RESTRICTION OF NON-ESSLNT I AL C I V I LI AN 

production. Adoption of these measures of war economy may also be 

A CLUE TO A NATION’S PROBABLE COURSE OF ACTION. IN THE CASE OF 
TOTALITARIAN COUNTRIES WHICH OPERATE MORE OR LESS CONT I NUOUSLY UNDER 
A WAR ECONOMY, 3T IS ESPECIALLY IMPORTANT TO FOLLOW ANY *^10^1 
OF CHANGE WITHIN THE EXISTING STRUCTURE, SUCH CHANGES OFTEN ! ND I ATE 
ACCELERATION OR INTENSIFICATION OF EFFORTS TOWARD MILITARY 
PREPARAT I ONS . 


1x2 . Economic Warfare, Economic warfare may take various 
FORMS. IT may CONSIST OF DIPLOMATIC AND FINANCIAL. PRESSURES DESIGNED 
TO INDUCE NEUTRAL COUNTRIES TO EASE TRADING WITH THE ENEMY, T MAY 
TAKE THE FORM OF PRECLUSIVE BUYING POLICY WHICH THE UNITED bTA ^ ES 
APPLIED DURING WORLD WAR II TO KEEP CRITICAL MATERIALS AWAY FROM THE 
ENEMY. OR IT MAY GO TO THE EXTREME OF MILITARY ACTION DIRECTED 
TOWARD SEIZURE OR DESTRUCTION OF THE ENEMY’S ECONOMIC RESOURCES. 

For these purposes, it is necessary to know the strong and weak 

POINTS OF NATIONAL ECONOMIES AND OF INTERNATIONAL ECONOMIC RELATIONS. 
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10, Vulnerability , The intelligence officer,, therefore, 

GIVES THE MILITARY OPERATIONAL PLANNERS ACCURATE INFORMATION ON 
THE LOCATION AND CHARACTER OF STEEL PLANTS, FREIGHT YARDS, OIL 
REFINERIES, POWER STATIONS, CHEMICAL PLANTS, AND OTHER INDUSTRIAL 
INSTALLATIONS. MOREOVER, HIS STUDY OF A SPECIFIC COUNTRY REVEALS 
INDUSTRIAL BOTTLENECKS AND THE DEGREE TO WHICH MILITARY EFFORT 
WOULD BE HAMPERED BY THE LOSS OF PARTICULAR MATERIALS OR FACILITIES. 


1 jij- . Factors in Economic Potential . 


a. The answers to certain questions will help in 

ASSESSING CAPABILITIES, VULNERABILITIES, AND PROBABLE COURSES OF 
ACTION OF A NATION, THE INTELLIGENCE OFFICER WANTS TO KNOW WHAT 
RAW MATERIALS ARE AVAILABLE, IN WHAT QUANTITIES, AND FROM WHAT 
SOURCES. A DISTINCTION IS USUALLY MADE BETWEEN BASIC FOODSTUFFS 
AND BASIC INDUSTRIAL MATERIALS. THE LIST OF INDUSTRIAL RAW MA- 
TERIALS IS DIVIDED INTO THREE GROUPS: THE METALLIC MINERALS, 

SUCH AS COPPERJ THE NONMETALIC MINERALS, SUCH AS COAL; AND THE 
ORGANIC SUBSTANCES, SUCH AS WOOD, RUBBER, AND HIDES. 

B. The SUREST SUPPLY OF A RAW MATERIAL USUALLY IS THAT 
WHICH LIES WITHIN A COUNTRY* S OWN BOUNDARIES, IN PEACETIME A NATION 
USUALLY CAN GET MATERIALS FROM ABROAD. BUT DURING A WAR, TRANS- 
PORTATION MAY BE OBSTRUCTED BY BLOCKADE, LACK OF SHIPPING, OR CON- 
GESTION OF RAILROADS OR PORTS. AS IT IS NOT ALWAYS CERTAIN WHICH 
SIDE WILL CONTROL THE SEA LANES, ESTIMATES OF A NATION’S RAW MA- 
TERIAL POTENTIAL MUST TAKE INTO ACCOUNT THE POSSIBLE DISRUPTION OF 
LINES OF COMMUNICATIONS TO FOREIGN SOURCES OF SUPPLY. 

C , IT IS ALSO IMPORTANT TO KNOW WHAT INDUSTRIAL CAPACITY 
IS AVAILABLE AND WHAT ITS LIMITATIONS ARE FROM THE POINT OF VIEW 
OF PRODUCTION OF WAR GOODS. A NATION’S INDUSTRIAL CAPACITY IS A 
PRODUCT OF THE UTILIZATION OF MANPOWER, NATURAL RESOURCES, AND CAP- 
ITAL. Bur HIGH INDUSTRIAL POTENTIAL DOES NOT RESULT AUTOMATICALLY 
FROM POSSESSION OF THESE ELEMENTS. SOME COUNTRIES - CHINA, FOR 
EXAMPLE - HAVE ABUNDANT MANPOWER AND EXTENSIVE DEPOSITS OF MINERALS, 
BUT ARE DEFICIENT IN MINES AND FACTORIES. ON THE OTHER HAND, COUN- 
TRIES such as The Netherlands have important industries in spite of 
BEING POOR IN KEY RAW MATERIALS, 

D. The ADAPTABILITY OF A NATION’S PRODUCTIVE CAPACITY TO 
WAR NEEDS DEPENDS TO A CONSIDERABLE DEGREE UPON PEACETIME ECONOMIC 

policies. Sometimes competitive private enterprise has been relied 
upon, with relatively little State interference, to achieve the 

MAXIMUM DEGREE OF INDUSTRIAL DEVELOPMENT. IN THE UNITED STATES THIS 
POLICY HAS PRODUCED A HIGH DEGREE OF EFFICIENCY AND AN INDUSTRIAL 
ESTABLISHMENT WELL ADJUSTED TO COMPETITION. A SHORTCOMING OF SUCH 
AN ECONOMIC POLICY IN RELATION TO WAR, HOWEVER, IS THE UNDER- 
DEVELOPMENT OF PRODUCTION IN SOME LINES THAT ARE OF PARAMOUNT 
IMPORTANCE IN WARTIME, 
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E. IN CONTRAST T6 TH 8 S POLICY OF REL f ANBE ™ f R THROUGH 
1nit ,ative there; are many degrees of government control. Through 

nPPRrra OF CONTROL, INCLUDING GOVERNMENT OWNERSHIP A 

“e l \pprox,mat 9 on to ?v -- --r SE -' RAL 

time or peace. This situation PREV*. LEO IN Germany % or a 

YEARS BEFORE 19^9* SHE U.b.b.K, HAS ULtN 
GENERA T I ON . 

r. Once a war has begun, even a country committed to the 
nr p*R ir p* ENTERPRISE finds it NECESSARY to IMPOoE C.OSE 

controls « There are ways, however, in wh ich such a country may 
prepare in advance for the adjustment of peacetime industry to 
war needs. An example of this is the rua 0 I N<3 in PEA menT 

‘'educational" orders for small quantities of military cq 

SO Th” MANUFACTURERS CAN BECOME ^MILIAR WITH THE PR°BLEM WHICH 

THEY WILL ENCOUNTER IN TIME OF WAR, ADVANCE PLA JJ 0F ESSE ; N t1AL 

TRIAL MOBILIZATION CAN HELP A NATION TO AVOID A SHORTAGE OT EoSLNT.AL 

ITEMS IN CASE OF WAR « 


TH_ 

TRANSPORTATION SYSTEM^ STABILITY OF 
TURE| AND EFFICIENCY IN EXECUTION Of 


THE COUNTRY 3 S FINANCIAL STRUC™ 
‘ GOVERNMENT ECONOMIC POLICIES. 


Ijc , 4 Economic Mobilization 


a The ability to recognize when a nation is M0B!LI ^° 

ECONOMICALLY for WAR 'is V I T AL BECAUSE THE EXTENT TO WHICH A NAT ON 
HAS Sob it I ZED OR IS MOB I L 1 Z I NG ECONOM.CALLY IS ONES, ON.F.CANT IN 
DICATION OF ITS PROBABLE COURSE OF ACT 1 ° N * , potTRTT^TTnTO 

H2HaS£LiH. Mf:ANS THE tSf A a?m N OF°A WAfTeCONOMY IS TO ENSURE THE 
AOTUA1 WAR ENERGIES, THE AIM OF A WAR EOUNC y mil IP- 

MAXIMUM UTILIZATION OF THE NATION'S MANPOWER, MATERIAL., 

MENT IN THE EFFORT TO DEFEAT THE ENEMY. 

B. TO MOBILIZE ECONOMICALLY FOR WAR REW I « E ® 

FOUR STEPS. ALL AVAILABLE MANPOWER MUST BE U ^l L i^ D TO 

“Lot workers to the production of war 

ESSENTIAL CIVILIAN GOODS. LABOR MUoT BE D II RE C Tf E ^ ^ DRAFTS. 

TrSS^TMi N Stv?L™S 0 WDC C ?T?N i: 5lND f E ^ PA ^ ' p R ^ D JcT . ON^S 

SStTS? 0 p F r, T c H E E co°n?ro M J? S ThI E rIt!L!ng o? scarce oivilian^cods of 
IS IMPERATIVE TO INSURE THE MAXIMUM EFFICIENCY AND HIGH 
THE POPULATION. 
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The totalitarian countries, on* the other hand 

CONTROLLED ECONOMIC SYSTEMS ARE IN A MUCH BETTER 
TECHNICAL POSITION THAN THE GREE- ENTER PR I SE COUNTRIES SO FAR 
ECONOMIC MOBILIZATION FOR WAR IS CONCERNED. EVEN 
s THEY HAVE NUMEROUS CONTROLS ALREADY IN 


IN 

OPERAT I ON 


TIME 
WH I CH 


EMPLO^MEN^ ES ™ ENTS, PR ° DUCT,0N » PORE I GN TRADE, PRICES, WAGES, 
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